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Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—ltems of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 401.—Qualified in lieu of receiving that amount as casliiled when the employee is hired or within
Pension, Profit-Sharing And compensation that would otherwise ba reasonable period thereafter ending be-
Stock Bonus Plans payable to the employee. The employef®re the compensation is currently avail-

may designate the amount of these conable, then no compensation reduction
26 CFR 1.401(a)(31)-1: Requirement to offer direcppensation reduction contributions as aontributions for the first pay period or
Z’A'{;";ﬁse\fe‘?gg'b'e rollover distributions; questions  arcentage of the employee’s compensaubsequent pay period are made on the
tion, subject to certain limitations setemployee’s behalf to Plan A until the em-
Whether a qualified defined contribution planforth in the plan. These compensation rggloyee makes a subsequent affirmative
can be amended to permit a default direct rollover ajuction contributions satisfy the § 403(bjlection to reduce his or her compensa-
Z:‘r;’r‘]‘é‘;':qr:;rysfesggytéﬂIago'(’)‘g_"gg“ggézt'ﬁg‘e%equirements applicable to contributionsion. Elections filed at a later date are ef-
' o ’ " made pursuant to a salary reductiofective for payroll periods beginning in
agreement, and are treated for all puthe month next following the date the
) ) poses as made pursuant to a salary redwtection is filed.
Section 403.—Taxation of tion agreement under the plan. At the time an employee is hired, the
Employee Annuities Plan A also provides that Employer Xemployee will receive a notice that ex-
will make matching contributions on ac-plains the automatic compensation reduc-
ggncu'i:t;*Cldﬁ?ri(cl:)gjécgggggigg’ ;“Sgg{i‘g::csigrﬂc“)’g)ercount of an employee’s compensation reion election and the employee’s right to
organization or public school. duction contributions up to a specifiecelect to have no such compensation re-
percentage of the employee’s compensduction contributions made to the plan or
Section 403(b) plans; elective defer- tion. Plan A does not permit any otheto alter the amount of those contributions,
rals. This revenue ruling specifies the cri-contributions. including the procedure for exercising
teria to be met in order to automatically Plan A is amended, effective the nexthat right and the timing for implementa-
reduce an employee’s compensation by Fanuary 1, to add an automatic compensten of any such election.
certain amount and have that amount coffion reduction election feature. Under this In the case of an employee hired before
tributed as an elective deferral to an enfeature, each employee’s compensatioihe January 1 effective date who has not

ployer’s section 403(b) plan. will automatically be reduced by 4 percenelected compensation reduction contribu-
and this amount will be contributed to-tions of at least 4 percent, Plan A as
Rev. Rul. 2000-35 wards the purchase of an annuity contraeimended provides that the automatic elec-

under Plan A unless the employee affirmaion will become effective on the first pay
tively elects to receive cash or have a difperiod beginning on or after January 1 un-
ferent percentage contributed. Both beforess the employee elects during a specified
Will employer contributions to an an-and after the amendment, the employee fisasonable period ending on January 1 to
nuity contract described in § 403(b) of thd1ot able to receive, prior to a distributableeceive cash or have a different amount
Internal Revenue Code (the “Code”) faievent described in § 403(b)(11), amountsontributed to Plan A. Thus, if a current
to be considered to be made under gntributed towards the purchase of an aemployee files an election to receive cash
salary reduction agreement merely beluity contract. Both before and after thén lieu of compensation reduction contri-
cause they are made pursuant to adnendment, Plan A and the annuity corbutions and the election is filed during the
arrangement under which a fixed percenffacts purchased thereunder satisfy the reeasonable period ending on the January 1
age of an employee’s compensation iguirements of § 403(b). An election not teeffective date, then no compensation re-
contributed to the annuity contract unles§'ake compensation reduction contribueuction contributions for the first pay pe-
the employee affirmatively elects to redions or to contribute a different percentageod beginning on or after the January 1 ef-

ISSUE

ceive the amount in cash? of compensation can be made at any timefective date or for subsequent pay periods
Under Plan A as amended, in the casse made on the employee’s behalf to Plan
FACTS of a newly hired employee, an electiorA until the employee makes a subsequent

o _not to make compensation reduction coraffirmative election to reduce his or her
~ Employer X, an organization describedyihytions or to contribute a different per-compensation. In the case of a current
in 8 501(c)(3) which is exempt from taxcentage is effective for the first pay perioémployee who has a compensation reduc-
under § 501(a), maintains Plan A, a plagnq for subsequent pay periods (until stion contribution election in effect for less
described in 8 403(b) of the Code angyerseded by a subsequent election) if filethan 4 percent, who does not make a new
§ 3(2) of the Employee Retirement Inyyhen the employee is hired or if filedcompensation reduction contribution elec-
come Security Act of 1974 (“ERISA"). yjthin a reasonable period thereafter endion during the reasonable period ending
Under Plan A, any employee of Employejng pefore the compensation for the firsbn the January 1 effective date, and whose
X, including a newly hired employee,pay period is currently available. Thus, icompensation is therefore automatically
may elect to have Employer X make cony newly hired employee files an electiomeduced by 4 percent, if that employee
tributions on the employee’s behalf t01g receive cash in lieu of compensation rethereafter makes an affirmative election to
wards the purchase of an annuity contragf,ction contributions and the election iseduce his or her compensation by another
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amount (or no amount), then that affirmatracts under § 403(b) may be made eith@r accruals or other benefits under, a
tive election will continue in effect until pursuant to a salary reduction agreemeptan that isintended to satisfy the require-
the employee makes a subsequent affirmar not pursuant to a salary reductioments of § 401(a).
tive election for a different amount. agreement. Contributions made pursuant gection 1.401(k)—1(a)(3)(i) defines a
At the beginning of the reasonable peto a salary reduction agreement are subxssh or deferred election as any election
riod ending on the January 1 effective datgect to different requirements than argor modification of an earlier election) by
each current employee receives a noticgntributions not made pursuant to gp employee to have the employer either
that explains the new automatic compensaalary reduction agreement. (See, for €Xy0vide an amount to the employee in the
tion reduction election and the employee'ample, 8§ 403(b)(1)(E), 403(b)(7)(A)(ii). form of cash (or some other taxable bene-
right to elect to have no such compensatiof03(b)-(11) and 403(b)(12).) In generakit) that is not currently available or con-
reduction contributions made to the plan ca contribution is not treated as made puftipute an amount to a trust (or provide an
to alter the amount of those contributionssuant to a salary reduction agreement §.crual or other benefit) under a plan de-
including the procedure for exercising thaunder the agreement it is made pursuafgrring the receipt of compensation. Sec-
right and the timing for implementation ofto a one-time irrevocable election madggn 1.401(k)-1(a)(3)(iv) provides that a
any such election. by the employee at the time of initial eli-c3sh or deferred election does not include
Each employee is notified annually ofgibility to participate in the agreementy gne-time irrevocable election, made at
his or her compensation reduction perSee §8 402(g)(3)(C) and 403(b)(12).  the time an employee commences em-
centage, and of his or her right to change Section 1.403(b)-1(b)(3)(i) of the reg-ployment with the employer or upon the
the percentage, including the procedurelations prescribes rules applicable temployee’s first becoming eligible under
for exercising that right and the timing forcontributions made pursuant to a salarsiny plan of the employer, to have contri-
implementation of any such election. reduction agreement, including rules rebutions made by the employer on the em-
Plan A provides that both matchinglating to the frequency and revocabilityployee’s behalf to the plan (or to any other
contributions and compensation reductionf such agreements and to the salary fglan of the employer) equal to a specified
contributions will be invested in accor-which such agreements apply. amount or percentage of the employee’s
dance with the participant’s election Section 1450(a) of the Small Busines§ompensation. Section 1.401(k)-1(g)(3)
among a broad range of annuity contractyoh Protection Act of 1996 (“SBJPA”)defines elective contributions as employer
If no investment election is made by grovides that, for purposes of § 403(b) o¢ontributions made to a plan that were
participant, contributions are invested ifhe Code, the frequency that an emsubject to a cash or deferred election
an annuity contract providing an investp|oyee is permitted to make a salary rednder a cash or deferred arrangement.
ment return based on the return on a bqﬂuction agreement' the Sa|ary to which Revenue Rullng 2000—8, 2000-7 |.R.B.
anced fund that includes both diverSiﬁe%uch an agreement may apply and tl‘@l7 (February 14’ 2000), holds that where
equity and fixed-income investmehts  apility to revoke such an agreement shal{ newly hired or a current employee has
LAW AND ANALYSIS be determined under the rules applicablgn effective opportunity to elect to receive
to cash or deferred elections undean amount in cash or have that amount
Section 403(b)(1) of the Code provide$ 401(k). Section 1450(a) of SBIPA iscontributed by the employer to a profit-
that amounts contributed by certain emeffective for taxable years beginningsharing plan, those employer contribu-
ployers, including an employer describe@fter December 31, 1995. Thustions made on the employees’ behalf to
in § 501(c)(3) which is exempt from tax8 1.403(b)-1(b)(3)() of the regulationsthe plan in lieu of receipt of cash compen-
under § 501(a), for the purchase of an afloes not reflect current law, and the rulesation will not fail to be considered elec-
nuity contract for an employee of such aﬁelatmg to these aspects of salary redugve contributions within the meaning of
employer are excluded from the gross inion agreements are the same as those ®r1.401(k)-1(g)(3) made under a quali-
come of the emp|oyee if certain requirecaSh or deferred elections undefied cash or deferred arrangement within
ments are satisfied. 8§ 401(k) the meaning of § 401(k) merely because
Contributions to purchase annuity con- Section 401(k) provides that a profit-they are made pursuant to an arrangement
sharing or stock bonus plan, a preunder which, in any case in which an em-
The Department of Labor has advised Treasury adR|S A money purchase plan, or a ruraployee does not affirmatively elect to re-
tF?e‘Serwce that, under Tltle | of the Employeecc.opera,[ive plan can meet the require’:-eive cash, the employee’s compensation
etirement Income Security Act of 1974 (ERISA), . . .
fiduciaries of a plan must ensure that the plan {1€Nts of § 401(a) even if it includes ds reduced by a fixed percentage and that
administered prudently and solely in the interest ofjualified cash or deferred arrangemenaimount is contributed on the employee’s
plan participants and beneficiaries. While ERISASection 401(k) also sets forth the rebehalf to the plan.

§ 404(c) may serve to relieve certain fiduciarie: uirements that a cash or deferred L
from liability when participants or beneficiaries%q The definition of a cash or deferred elec

exercise control over the assets in their individua(’f‘rrar_]gement must satisfy in order to be gon in § 1-401(k)_1(a)(3)(i). requires that
accounts, the Department of Labor has taken tHgualified cash or deferred arrangement. the employee have an election between the
position that a participant or beneficiary will not be  Section 1.401(k)-1(a)(2)(i) defines aemployer paying cash (or some other tax-
fo,”s'dteredbto h]f“’,e ex_erc'sedlcontm" Wge’; the pfé‘ash or deferred arrangement as aable benefit) to the employee or making a
icipant or beneficiary is merely apprised of invest-, . - . - )
ments that will be made on his or her behalf in thérrangement under which an eligible emeontribution to a trust_on behalf of the em
absence of instructions to the contrary. See 29 cArloyee may make a cash or deferregloyee. The regulation does not require

§ 2550.404c—1 and 57 F.R. 46924. election with respect to contributions tothat the employee receive an amount in
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cash in any case in which the employeas amended are contributions made pufavorable tax treatment and to enable cer-
does not make an affirmative election tsuant to a salary reduction agreement de&in employee elections to meet the re-

have that amount contributed to the trusscribed in § 403(b). quirements of 8§ 403(b). The collections
Similarly, under 8§ 403(b), there is no re- of information are required to obtain a
guirement that an employee receive aROLDING benefit. The likely respondents are State
amount in cash in any case in which the and local government entities and not-for-

employee does not make an affirmative Where, as in this case, a newly hired Or(g
election to have that amount contributed t{gurrent employee has an effective oppor-

an annuity contract. Thus, a contributionunlty to elect to receive an amount "burden is 175 hours. The estimated an-
. cash or have that amount contributed b
to purchase an annuity contract und

rofit institutions.
The estimated total annual reporting

&he emplover to an annuity contract de ual burden per respondent is 1 hour and
8 403(b) will not fail to be made under a_ . ploy Y .. 45 minutes. The estimated number of re-
. scribed in § 403(b), those contributions . :
salary reduction agreement merely be- , spondents is 100. The estimated annual

. made on the employee’s behalf to the an- . :
cause, when an employee fails to make an . - . requency of responses is on occasion.
. ) : . nuity contract in lieu of receipt of cash :
affirmative election with respect to an . . . ; Books or records relating to a collec-
. .compensation will not fail to be consid-; . : .
amount of compensation, that amount is - tion of information must be retained as
. , ered to be made under a salary reductign .
contributed on the employee’s behalf to an ng as their contents may become mater-
) . agreement merely because they are made : - :
annuity contract, provided that the em- ._Jal in the administration of any Internal
X . ursuant to an arrangement under whic
ployee had an effective opportunity to ele . . evenue law. Generally, tax returns and
. . in any case in which an employee doe . . . .
to receive that amount in cash. The em- ' . : ax return information are confidential, as
. . not affirmatively elect to receive cash, the = .
ployee has an effective opportunity to elect ! L required by 26 U.S.C. 6103.
. . . employee’s compensation is reduced by a
to receive an amount in cash as requir 4 ed percentage and that amount is co
under § 1.401(k)-1(a)(3)(i) if the em- ~c P 9 , 'DRAFTING INFORMATION
. . . ributed on the employee’s behalf to the
ployee receives notice of the availability O nuity contract. This holding would be o .
the election and the employee has a reg- sa)r/ne i (1) blan A were (?escribed ; The principal author of this revenue
sonable period before the cash is current fuling is Roger Kuehnle of the Tax Ex-

403(b)(1)(A)(ii) (relating to arrange- empt and Government Entities Division.

avallable to make the election. ments maintained by State and locat i i i i
In this case, compensation reduction y or further information regarding this

contributions made by Employer X tosf:ehSOSLngtsgi)A(xe(rze);S:tgg?g'ggc\éiw’eve”“e ruling, call the Employee Plans’
Plan A, including those made on behalf O?escribed in § 403(b)(7) or retirement in't%lxpayer assistance telephone service at
a newly hired employee who has not filegI . . (202) 622-6074/6075 (not toll-free num-
ome accounts described in § 403(b)(9bers) between 1:30 and 3:30 p.m. Eastern

an election to the contrary and those mad;erovided the requirements of such respeas
on behalf of a current employee who ha q P€Time, Monday through Thursday.

-tive Code sections are otherwise satisfied.
elected less than 4-percent compensation

reduction contributions, are amounts coneAPERWORK REDUCTION ACT . - .
tributed pursuant to a procedure under Section 411.—Minimum Vesting

which the employee receives a notice ex- The collection of information con- Standards

plaining his or her rights to have no comtained in this revenue ruling has been re-

pensation reduction contributions madeiewed and approved by the Office of26 CFR 1.411(d)-4: Section 411(d)(6) protected
and, after receiving the notice, the emManagement and Budget (OMB) in ?Ciﬁgg't&m; § 1.401(a)(31)-1)

ployee has a reasonable period before tloerdance with the Paperwork Reductio

cash is currently available to elect to reAct (44 U.S.C. 3507) under control num- Qualified plan; default rollover; in-
ceive the cash in lieu of having it conber 1545-1694. voluntary cash-out. This ruling provides
tributed towards the purchase of an annu- An agency may not conduct or sponsothat if plan participants are given ade-
ity contract. Thus, an employee has aand a person is not required to respond tquate notice including their right to elect a
effective opportunity to elect to receivea collection of information unless the col-cash distribution, a qualified plan can be
cash or have a contribution made towardgction of information displays a validamended to permit a default direct
the purchase of an annuity contract. 1©MB control number. rollover under section 401(a)(31) of an in-
addition, the employee is not able to re- The collections of information in this voluntary cash-out without there being a
ceive, prior to a distributable event derevenue ruling are in the third, fifth, seviolation of section 411(d)(6) of the Code.
scribed in § 403(b)(11), amounts conenth and eighth paragraphs in the section

tributed towards the purchase of ameaded “FACTS” and in the tenth paraRev. Rul. 2000-36

annuity contract. Finally, compensatiorgraph in the section headed “LAW AND

reduction contributions made under th&NALYSIS.” The collections of infor- |ggyE

plan are not contributions made pursuamhation are required to enable personnel in

to a one-time irrevocable election becaughe Tax Exempt and Government Entities Will an amendment to change the default
the employee can change the election Division of the Internal Revenue Servicanethod of payment to a direct rollover for
the future. Consequently, the compensae determine if an employer’s retiremeninvoluntary distributions when a distributee
tion reduction contributions under Plan Aplan satisfies the requirements to obtaifails affirmatively to elect to make a direct
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rollover or to elect a cash payment undean IRA designated by the separating em- Section 411(d)(6)(A) provides, in part,
the facts described below cause the plan pdoyee. The amendment also providethat a plan participant’s accrued benefit
fail to satisfy § 401(a)(31) or § 411(d)(6) ofthat in the case of a default directnay not be decreased by a plan amend-

the Internal Revenue Code? rollover, the plan administrator will se-ment other than by an amendment de-
lect® an IRA trustee, custodian, or issuescribed in § 412(c)(8) of the Code or
FACTS (the “trustee”) that is unrelated to Em8 4281 of the Employee Retirement In-

o _ployer X, establish the IRA with thatcome Security Act of 1974. Section
~ Employer X maintains Plan A, a quali-trystee on behalf of any separating en#11(d)(6)(B) provides that an amendment
fied defined contribution plan that doeg)joyee who fails affirmatively to elect aeliminating or reducing an optional form
not include any after-tax contributions ofgjrect rollover or a cash payment, andf benefit is treated as an amendment re-
other amounts that would not be includegyake the initial investment choices forducing an employee’s accrued benefit un-
in gross income upon distribution. Plan Ape account. less otherwise provided in Income Tax
provides for an involuntary d!stnbuuon t0  The administrative procedures of PlaiRegulations.
an employee upon separation ffom Seig 5re changed with respect to any § 402(f) Section 1.401(a)(31)-1, Q&A-7 pro-
vice if his or her vested account balance {qrice provided on or after the effectivevides, in part, that a plan administrator
$5,000 or less. Plan A includes a direqiate of the amendment to a separating efay establish a default procedure so that
roIIovgr option f_or al d|str|putlons. PIan,P'Oyee with a vested account balanc# a distributee fails to make an affirma-
Aprovides that if a separating employee%reater than $1,000 but not greater thaive election, he or she is treated as having
vested account balance is $5,000 or lesgs oo, After the change, the plan adminmade a direct rollover election. However,
and the separating employee does N@lator will include with the § 402(f) no- that regulation requires the plan adminis-
elect a direct rollover either to anothetc 4 explanation, as required byrator to first furnish the distributee with
qualified plan or to an |£1d|V|duaI retire- g 1.401(a)(31)-1 of the Income Tax Reguan explanation of the default procedure
ment arrangement ("IRA"), the vested aCryiong, of the default direct rollover (andand an explanation of the direct rollover
count balance is to be paid in a single suge appropriate information such as theption within the time period provided in
cash payment to the employee. name, address, and telephone number §f1.402(f)-1, Q&A-2 for the written ex-

Employer X amends Plan A to providethe IRA trustee and information regardingplanation described in § 402(f).

that the default form of payment of anyRA maintenance and withdrawal fees and section 1.402(f)-1, Q&A-1 prescribes
involuntary cash-out from Plan A greatehow the IRA funds will be invested). Thethe general rule with respect to the con-
than $1,000 but less than or equal t@efault direct rollover will occur not lesstents of the written explanation (§ 402(f)
$5,000 will be a direct rollover (an eligi-than 30 days and not more than 90 da)fﬁ)tice) that must be provided to a distrib-
ble rollover distribution that is paid di- after the § 402(f) notice with the explanaytee by a plan administrator before an
rectly to an eligible retirement plan for thetion of the default direct rollover is pro-gjigible rollover distribution is made.
benefit of the distributee) to an IRA, butyided to the separating employee. Section 1.402(f)—1, Q&A-2 provides gen-

that separating employees will instead re- o
: . erally that the plan administrator must
ceive a cash payment if they so elech.AWAND ANALYSIS provide a distributee of an eligible

Under the amendment, this default direct Section 401(a)(31) provides, in part,rollover distribution with a § 402(f) notice

rollover applies only if the separating em-
bp y P 9 M hat a trust shall not constitute a qualified© less than 30 days and no more than 90

loyee fails to request affirmatively (1) a N
ploy q y (1) rust unless the plan of which the trust igays before the date of the distribution.

cash payment to that employee or (2) a df . .
pay Py (2) part provides that if the distributee of\lthough a participant may, under the cir-

rect rollover to another qualified plan o . .
a P any eligible rollover distribution (i) cumstances described in § 1.402(f)-1,

1The Department of Labor (the “DOL”) has advisedeIeCtS to have the distribution paid to aIQ-&A_Z’-aﬁirmatively elegt tQ receive a
p gligible retirement plan, and (ii) Speciﬁesmstnbutmn before the expiration of the 30

Treasury and the Service that, under Title | of th o . g . .
Employee Retirement Income Security Actthe eligible retirement plan to which thedays after the receipt of a § 402(f) notice, that

(“ERISA”), in the context of a default direct rollover distribution is to be paid, the distributiontule would not apply to a default direct
described in this ruling, where the distribution conwill be paid in a direct rollover to the eli- Follover.

s bt e, et speid. . Secion L4104, Q@A) s
under the plan within the meaning of 29 cFrR Section 402(f) requires a plan admin-section 411(d)(6) protected benefit” as a

§ 2510.3-3(d)(2)(ii)(B), and the distributed assetiStrator, within a reasonable period openefit described in § 411(d)(6)(A), early
will cease to be plan assets within the meaning of 29me before making an eligible rolloverretirement benefits and retirement-type sub-
CFR § 2510.3-101. The DOL also noted that thgjistrihution from an eligible retirementsidies described in § 411(d)(6)(B)(i), and

st 3 s, s s eut L i o e recpent & POl forms of bl descrbed i
rollover would constitute a fiduciary act subject to€XPlanation of the rollover provisions of§ 411(d)(6)(B)(ii) and provides that those

the general fiduciary standards and prohibited tran§ 401(a)(31) and § 402(c) (direCtbenef'tS’ to the extent that they are accrued,
action provisions of ERISA. In addition, plan provi-rollover and 60-day rollover), the 20-are subject to the protections of § 411(d)(6).
sions governing the default direct rollover of distribpercent mandatory withholding require- The default status of an optional form
utions, including the participant's ability 10 on:\nger § 3405, and other tax provief benefit is not a section 411(d)(6) pro-
affirmatively opt out of the arrangement, must be . L. .

described in the plan’s summary plan descriptiosiONS in 8 402 that apply to the eligibleected benefit. Thus, an amendment to

furnished to participants and beneficiaries. rollover distribution. change Plan As default method of pay-
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ment for an involuntary distribution from ISSUE election to receive cash in lieu of making
a direct cash payment to a direct rollover ) . deferrals and the election is filed a reason-
does not violate § 411(d)(6). As required Vill a deferred compensation plan fail to b&yje heriod ending before the beginning of
in § 1.401(a)(31)-1, Q&A-7, Plan A's & “eligible deferred compensation plan” degg first month after the individual first be-
procedures provide that each distributegFrioed in § 457(b) of the Interal Revenug,mes an employee, then no deferrals for

subject to the default will receive an exC0de merely because deferrals are made Unglety (o any subsequent) month are made on

planation of the default procedure and th@" &rangement whereby a fixed percentageff employee’s behalf to Plan A until the
direct rollover option within a time period @1 @Mployee’s compensation is deferred on g, oyee makes a subsequent affirmative
before the default direct rollover that sat€Mployee's behalf under the plan unless hgection to reduce his or her compensation.
isfies the timing requirements ofémployee dirmatively elects to receive ¢ the time the employee is hired, the em-
§ 1.402(f)-1, Q&A-2. Thus, the provi- the amountin cash? ployee will receive a notice that explains
sion of a direct rollover as the defaulepctg the automatic election and the employee’s
method of payment under the facts de- right to elect to have no such deferrals
scribed above does not cause Plan A to County M, a political subdivision of made under the plan or to alter the amount
fail to satisfy § 401(a)(31). State X, maintains Plan A, an eligible deef those deferrals, including the procedure
ferred compensation plan described ifor exercising that right and the timing for
HOLDING 8§ 457(b). Under Plan A, any employee oimplementation of any such election.

An amendment to change the defaufeounty M, including a newly hired em- The proposed amendment to Plan A also
method of payment to a direct rolloveiloyee, may choose to enter into an agreprovides that, with respect to current em-
as the default when a distributee fails af"€nt pursuant to which the employee’ployees, if the employee files an election to
firmatively to elect to make a directt@xable compensation is reduced and deeceive cash in lieu of making deferrals and
rollover or to elect a cash payment unddgrrals to the employee’s account in Plathe election is filed during the reasonable
the facts described above does not caudedre credited by County M on the emperiod ending on the January 1 effective
Plan A to fail to satisfy § 401(a)(31) Or_ployee’s behalf. The employee may deddate, then no deferrals for the period begin-

§ 411(d)(6). ignate a percentage of the employee’sing on or after the January 1 effective date
compensation as elective deferrals, sulare made on the employee’s behalf under
DRAFTING INFORMATION ject to the limitations of § 457(b). Plan APlan A until the employee makes a subse-

o . does not permit any other type of deferquent affirmative election to reduce his or
The principal author of this revenueis and no other plan of County M perher compensation. At the beginning of the
ruling is Michael Rubin of the Tax EX- nits employees to make elective deferreasonable period ending on the January 1
empt and Government Entities Division 5|5 peferrals under Plan A areeffective date, each current employee re-
For further information regarding thisjmegiately nonforfeitable and are subeeives a notice that explains the new auto-
revenue ruling, call the Employee Plansjq ¢ the limitations and requirements ofmatic election and the employee’s right to
taxpayer assistance telephone service @57 (p). elect to have no such deferrals made under
(202) 622-6074/6075 (not toll-free nUM- 4 ynty M proposes to implement, efthe plan or to alter the amount of those de-
bers) between 1:30 and 3:30 p.m. Eastefgtive the next January 1, an automatiterrals, including the procedure for exercis-
Time, Monday through Thursday. MTr.gjection feature in Plan A under which, ifing that right and the timing for implemen-

Rubin’s telephone number is (202) 6223 ey hired or current employee has ndation of any such election.

6214 (also not a toll-free call). affirmatively elected to receive cash com- Thereafter, each employee is notified
pensation or to have at least 2 percent ahnually of his or her deferral percentage,
compensation deferred under Plan A, hiand of his or her right to change the per-

or her compensation will automatically becentage or to elect not to make deferrals,

Section 457.—Deferred

Compensation Plans of State reduced by 2 percent, and this amounncluding the procedure for exercising
and Local Governments and will be credited to the employee’s accounthat right and the timing for implementa-
Tax-Exempt Organizations in Plan A. An election not to make defertion of any such election.

rals or to defer a different percentage of Plan A provides that deferrals will be
26 CFR 1.457-1: Compensation deferred under compensation can be made at any timévested in accordance with the partici-
eligible deferred compensation plans. Elections filed at a later date are effectiv@ant’s election among a broad range of in-
Cash or deferred arrangements: for the njon_th next following the date thevestn_went f_unds held by the_ tru_stee of Plan
nonqualified deferred compensation. election is filed. Aor, |f no mve_stment election is made by
This ruling specifies the criteria to be met In the case of a new empl_oyee, the e_lea- p_arnglpant, in the trus_t’s bz_il_anced fL_md
in order to automatically defer a certaiffion not _to make deferrals WI|| be effec_twewhlch mc_ludes b_oth diversified equity
percentage of an employee’s compensgzr the first month after the individual firstand fixed income investments.

tion into that employee’s account in an elPécame an employee and for subsequentWAND ANALYSIS
igible deferred compensation plan sponMonths (until superseded by a subsequenf!

sored by the eligible employer. election) if filed within & reasonable period  gection 457(a) provides that in the
of time ending _before the begmnmg_ of the 5se of a participant in an eligible de-
Rev. Rul. 2000-33 month. Thus, if a new employee files agrreq compensation plan, any amount
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of compensation deferred under théefore the beginning of a month by eiSection 6012.—Persons

plan, and any income attributable to theher an automatic election or by arRequired to Make Returns of
amounts so deferred, shall be includiblagreement to alter the terms of the autqpcome

in gross income only for the taxable yeamatic election and receive cash in lieu of

in which such compensation or other inmaking deferrals, an eligible deferrecs CFR 1.6012-5: Composite return in lieu of
come is paid or otherwise made availeompensation plan will satisfy the re-specified form.

able to the participant or other benefiquirements of § 457(b)(4). What are the obligations of those who participate

ciary. in the Form 1040 IR®-file program to the Service,
Section 457(b) defines the term «¢li-PAPERWORK REDUCTION ACT taxpayers, and other participants. See Rev. Proc.
gible deferred compensation plan.” Sec- 2000-31, page 146.

tion 457(b)(4) and §1.457-2(g) of the_ ¢ collection of information con-
. . tained in this revenue ruling has been re-
Income Tax Regulations provide that an

“eligible deferred compensation plan”Vlewed and approved by the Office Olggctign 6061.—Signing of

must provide that compensation will paianagement and Budget (OMB) in aCp ey, ng and Other Documents

deferred for any calendar month only iTr:ordance with the Paperwork Reduction

s Act (44 U.S.C. 3507) under controlyg crr 1.6061-1: Signing of returns and other
an agreement providing for the deferrarllumber 1545-1695. documents by individuals.

has been entered into before the begin-
) An agency may not conduct or spon- . -
ning of such month. d . i ired t What are the obligations of those who participate
Sor, and a person Is not required 10 s e Form 1040 IR®-file program to the Service,

No provision of § 457(b) limits deferralss ond to, a collection of information un ici
under an eligible plan to elective or volun: p ) : ! ) “taxpayers, and other participants. See Rev. Proc.
. %ess the collection of information 2000-31, page 146.
tary deferrals, nor do the provisions o

§ 457(b) (including the limitations Ofd|splays a valid OMB control number.

S The collection of information in this
§ 457(b)(2) and (3)) distinguish betWeer}evenue ruling is in the third, fourth, andSection 6695.—Other Assessable

elective or voluntary deferrals and othey. ) . \ .
types of deferrals.SeeNotice 87—13 hfth paragraphs in the section headePenalties With Respect to the

Q &A 26, 19871 CB. 432, ada. In the (E15 . J0E 50 O OF [CVEET, Proparation of Income Tax
case of these other types of deferrals, the y 'Returns for Other Persons

. ... _Creased retirement savings due to auto-

requirements of § 457(b)(4) are SatISermatic enrollment is truly voluntary. The b): Fail [
without the employee entering into an . . Iy VO Y. 26 CFR 1.6695(b): Failure to sign return.
agreement to defer compensation RathecrOIIeCtlon of information is needed to
R ' obtain a benefit. The likely respondentJ-D- 8893
the obligation of the employer (or the )
L .. _are state and local governmental enti-
obligation of the employee as a condltlort1.

of employment) satisfies § 457(b)(4). (;fsz;r?lizgtitgni lesser extent, not-for-profiepARTMENT OF THE TREASURY
Similarly, the automatic election pro->'9 ' Internal Revenue Service

. ) The estimated total annual reportin
cedure described above will not cause @ -\~ " o0t T Ll T 26 CFR Part 1
plan to fail the requirements of

§ 457(b)(4). In the absence of an affircrade annual burden per respondent isghyention of Income Tax Return
hour. The estimated number of respog—breparers, Signatures

mative election to the contrary entered

. o dents is 500. The estimated annual fr
into before the beginning of the month LENCY Of reSDONSES IS 0N OCCaSION .
deferrals with respect to compensatiorq y P - AGENCY: Internal Revenue Service

for the month will be made pursuant totiOE”OOkS or records relating to a collecy|rs) Treasury.

the automatic election procedure. Alter; of information must be retained as i i
. . P - 7~ Tong as their contents may become maACTION: Final regulations.
natively, if an employee makes an affir-,

mative election to change the automati%erllaém the a:jmlnlztratlon”of ?ny Irlter'SUMMARYZ This document contains
election and receive a correspondindo o enue aw. enerafly, tax retuMgng| regulations that provide income tax

amount in cash, the employee’s affirma%:;ld :;xr;et:irrr;(;ngorrzntsaﬁjog ?:re6i%r;f|den-retum preparers with two alternative
tive election will govern any deferrals " q y o * means of meeting the requirement that a
for the month. In either case, the defefpg AFTING INFORMATION preparer retain the copy of the return or
rals for a month with respect to an em- claim manually signed by the preparer.

ployee are clearly established before the The principal author of this revenue! "€ regulations are necessary to inform
beginning of the month, and the requireryling is John Tolleris of the Office of Preparers about the two alternatives and
ments of § 457(b)(4) are satisfied. Associate Chief Counsel (Tax Exempf? Provide them with the guidance needed
and Government Entities). For furthef® COMPly with the alternatives.
information regarding this revenue rul-DATES: Effective Date: These regula-
Where, as under the proposed amenéRd, contact him at (202) 622-6060 (notions are effective July 18, 2000.

HOLDING

ment to Plan A, the obligation to make toll free number). Applicability Date For dates of applic-
deferrals with respect to an employee’s ability, see §1.6695-1(g) of these regula-
compensation for a month is established tions.
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FOR FURTHER INFORMATION CON- fund, must manually sign the return oAdoption of Amendments to the

TACT: Beverly A. Baughman (202) 622-claim (which may be a photocopy) in theRegulations

4940 (not a toll-free number). appropriate space provided on the return A dinaly. 26 CER part 1 | ded
_ or claim after it is completed and before ccordingly, part 11s amende

SUPPLEMENTARY INFORMATION: ¢ presented to the taxpayer (or nonta@S follows:

Background able entity) for signature. PART 1—INCOME TAXES

This document contains amendmentExplanation of Provisions Paragraph 1. The authority citation for

toa:ri)l?gg:if -I—taoxtr?eeglélr?:ﬁn?o(rzgiﬁfs The final regulations provide that theP@rt 1 is amended by removing the entry
p g p y employer of the preparer or the partnerf-or section 1.6695—1T and by revising the

to sign an income tax return under S€Ghip in which the preparer is a partner, gintry for section 1.6695-1 to read in part

tion 6695(b) of the Internal Revenuethe preparer (if not employed or engagefS follows:

Code. Authority: 26 U.S.C. 7805 * * *
. by a preparer and not a partner of a part- y: i
On December 31, 1998, final and tem=Y 2 PreP P P Section 1.6695-1 also issued under 26

) ership which is a preparer), must retain
porary regulations (T.'D' 8803, 1999-1 he ma?nually signedpcop;)y of)the return op-S-C- 6060(b) and 6695(b). * * *
I.R.B. 15) under section 6695 were pub- Par. 2. Section 1.6695-1 is amended

lished in theFederal Register(63 F.R. cIagm. In the- alternative, the person re§—?y
72182). A notice of proposed rulemak_quwed to retain the manually signed cop

; ; ; 1. Revising paragraph (b)(4)(i).
. of the return or claim may either retain a 1SINg paragrap
Ing (REG-106386-98, 1999-12 I.R B, hotocopy of that manually signed copy 2+ Adding paragraph (g).

31) cross-referencing the temporary re%r use an electronic storage system meet-3- Removing the authority citation im-

ulations was published in théederal Jnediately following the end of the sec-

. ing the requirements of section 4 of ReV.
Register (63 F.R. 72218) on the samey) 0% (1997-1 C.B. 652), or procelon:

date. Although written or electronic subsequently prescribed by the The revision and addition read as fol-

comments and requests for a public hea{fommissioner to store and produce lows:

ing were solicited, no comments WeT opy of the return or claim manually31:6695-1 Other assessable penalties
received and no public hearing was, with respect to the preparation of income
signed by the preparer.

requested or held. The proposed regula- tax returns for other persons.

tions under section 6695 are adopted b3pecial Analyses kK ok kK

this Treasury decision and the corre- b) * * *

sponding temporary regulations are re- It has been determined that this Trea- (4)(i) The manual signature require-
moved. sury decision is not a significant regulainant of paragraphs (b)(1) and (2) of this
Section 6695(b) provides that any pertory action as defined in Executive Ordegg tion may be satisfied by a photocopy
son who is an income tax return preparéf2866. Therefore, a regulatory assesgg 5 ¢opy of the return or claim for refund
with respect to a return or claim for rement is not required. It also has been dgghich copy is manually signed by the pre-
fund, who is required by regulations pretermined that section 553(b) of the Adyarer after completion of its preparation.
scribed by the Secretary to sign the reninistrative Procedure Act (5 U.S.C.agier g copy of the return or claim for re-
turn or claim, and who fails to complychapter 5) does not apply to these regulg;nq s signed by the preparer and before
with those regulations, must pay dions, and because the regulations do ngtis photocopied, no person other than the
penalty of $50 for such failure, unless iimpose a collection of information onpy enarer may alter any entries on the copy
is shown that the failure is due to reasorsmall entities, the Regulatory Flexibility osnar than to correct arithmetical errors
able cause and not willful neglect. Thé\Ct (5 U.S.C. chapter 6) does not applydiscernib|e on the return or claim for re-
maximum penalty imposed with respecPursuant to section 7805(f) of the Intemg{,ny  The employer of the preparer or the
to documents filed during a calendaRévenue Code, the notice of proposedy inership in which the preparer is a
year will not exceed $25,000. rulemaking that preceded these regulasariner, or the preparer (if not employed

Section 7701(a)(36)(A) provides thatfions was submitted to the Chief Couns&l; engaged by a preparer and not a partner

in general, the ternmcome tax return for Advocacy of the Small Business Ad-yt 4 partnership which is a preparer), must

preparermeans any person who prepareRlinistration for comment on its impact 0fg(ain the manually signed copy of the re-
for compensation, or who employs ongmall business. turn or claim for refund. In the alterna-
or more persons to prepare for Comperl'jrafting Information tive, for a return or claim for refund pre-
sation, any return of tax or claim for re- sented to a taxpayer for signature after
fund imposed by subtitle A. For pur-  The principal author of these regulaDecember 31, 1998, and for returns or
poses of the preceding sentence, thgns is Beverly A. Baughman of the Of-claims for refund retained on or before
preparation of a substantial portion of ice of Assistant Chief Counsel (Incomethat date, the person required to retain the
return or claim is treated as if it were thergy g Accounting). However, other manually signed copy of the return or
preparation of such return or claim. personnel from the IRS and Treasurglaim for refund may choose to retain a
Section 1.6695-1(b)(1) generally propepartment participated in their develphotocopy of the manually signed copy of
vides that an income tax return prepareppment. the return or claim for refund, or use an
with respect to a return or claim for re- X ok ok ok % electronic storage system to store and pro-
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duce a copy of the manually signed return (g) Effective date This section applies Approved June 30, 2000.
or claim for refund. For purposes of thido income tax returns and claims for re-
paragraph (b)(4)(i), an electronic storagéund presented to a taxpayer for signature
system must meet the electronic storagster December 31, 1998, and for returns
system requirements prescribed in sectiaor claims for refund retained on or before
4 of Rev. Proc. 97-22 (199_7_1 C.Bthat date. (Filed by the Office of the Federal Register on July
652)(see §601.601(d)(2) of this chapter . 17, 2000, 8:45 a.m., and published in the issue of the
or other procedures prescribed by thg€ction 1.6695-1T [Removed] Federal Register for July 18, 2000, 65 F.R. 44436)

Commissioner. Arecord of any arithmeti- p,r 3 Section 1.6695—-1T is removed.
cal errors corrected must be retained and

Jonathan Talisman,
Deputy Assistant Secretary
of the Treasury.

made available upon request by the per- Robert E. Wenzel,
son required to retain the manually signed Deputy Commissioner of
copy of the return or claim for refund. Internal Revenue.
* k k * %
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Part lll. Administrative, Procedural, and Miscellaneous

26 CFR 601.602: Tax forms and instructions.
(Also Part |, sections 6012, 6061; 1.6012-5,
1.6061-1.)

Rev. Proc. 2000-31
CONTENTS

SECTION 1 PURPOSE

SECTION 2 BACKGROUND AND
CHANGES

SECTION 3 DEFINITIONS

SECTION 4 ACCEPTANCE IN THE
IRS e-file PROGRAM

SECTION 5 RESPONSIBILITIES OF
AN AUTHORIZED IRSe-file
PROVIDER

SECTION 6 PENALTIES

SECTION 7 MONITORING AND
SANCTIONING OF AN AUTHO-
RIZED IRSe-file PROVIDER

SECTION 8 ADMINISTRATIVE
REVIEW PROCESS

SECTION 9 PILOT PROGRAMS

SECTION 10 EFFECT ON OTHER
DOCUMENTS

SECTION 11 EFFECTIVE DATE

SECTION 12 INTERNAL REVENUE
SERVICE OFFICE CONTACT

SECTION 1. PURPOSE

Tax Regulations provides that every perProvider” receives tax return information
son subject to income tax must make a récom an ERO (or from a taxpayer who
turn or statement as required by the regtiles electronically using a personal com-
lations. The return or statement musputer, modem, and commercial tax prepa-
include the information required by theration software), processes the tax return
applicable regulations or forms. information, and either forwards the in-
.02 Section 301.6061-1(b) of the Regformation to a Transmitter, or sends the
ulations on Procedure and Administratiomnformation back to the ERO (or tax-
authorizes the Secretary to prescribe ipayer).
forms, instructions, or other appropriate  (3) SOFTWARE DEVELOPER. A
guidance the method of signing any re“Software Developer” develops software
turn, statement, or other document refor the purposes of (a) formatting elec-
quired to be made under any provision afonic tax return information according to
the internal revenue laws or regulations. Publication 1346, Electronic Return File
.03 Section 1.6012-5 of the regulaSpecifications and Record Layouts for
tions provides that the Commissioner majndividual Income Tax Returns; and/or
authorize the use, at the option of a persdb) transmitting electronic tax return in-
required to make a return, of a compositiormation directly to the Service.
return in lieu of any form specified in 26 (4) TRANSMITTER. A “Transmit-
CFR Part 1 (Income Tax), subject to théer” transmits electronic tax return infor-
conditions, limitations, and special rulesnation directly to the Service.
governing the preparation, execution, fil- .02 The Authorized IRSe-file
ing, and correction thereof as the ComProvider categories are not mutually ex-
missioner may deem appropriate. clusive. For example, an ERO can, at the
.04 This revenue procedure combinesame time, be a Transmitter, Software
the rules governing the IR&file Pro- Developer, or Intermediate Service
gram with the rules governing the FornProvider depending on the function(s)
1040 IRS On-Line Filing Program (previ-performed.
ously set forth in Rev. Proc. 98-50 and .03 A “Responsible Official” is an in-
Rev. Proc. 98-51, respectively). dividual with authority over the IRS

This rgv.enue.procedure .informs those 05 This revenue procedure incorpoe-file operation of the office(s) of the Au-
who participate in the IR8-file Program rates substantive changes made to the IRiSorized IRSe-file Provider, is the first

of their obligations to the Internal Rev-e-file Program, including changes to thepoint of contact with the Service, and has
enue Service, taxpayers, and other particiefinitions of program participants (seeuthority to sign revised IR&file appli-
pants. The IR$-file Program allows taX- section 3 of this revenue procedure) andations. A Responsible Official is re-
payers to file their income tax returnghanges to the sanctions that may be insponsible for ensuring that the Autho-
through an Electronic Return Originatorposed upon Authorized IR®-file rized IRSe-file Provider adheres to the
or by using a personal computer, modenproviders (see section 7 of this revenugrovisions of this revenue procedure and
and commercial tax preparation softwargrocedure). the publications and notices governing
(the Form 1040 IRS On-Line Filing Pro- 06 Many of the rules governing parthe IRSe-file Program.

gram). The following returns can be filedicipation in the IRSe-file Program are
under the IRSe-file Program: (1) Form now set forth in IRS Publications. See>ECTION 4. ACCEPTANCE IN THE

1040 and Form 1040A, U. S. Individualsection 5.01 of this revenue procedure. 'RS€-file PROGRAM
Income Tax Return; and (2) Form

1040EZ, Income Tax Return for SingleSECTION 3. DEFINITIONS
and Joint Filers with no Dependents. This
revenue procedure modifies and super-

.01 Individuals, businesses, and orga-
nizations that wish to participate in the
.01 A participant in the IR8-file Pro- IRS e-file Program must apply for partic-
sedes Rev. Proc. 98-50, 1998—2 C.B. 3&gam is ref_erred”to as an “Auth_orized IRSpation and must be accepted by the Ser-

; e-file Provider.” The Authorized IRS vice.
85_8516_Igggp_r;gcrgm%ég?goﬁqe\ibz;?;ée-ﬁIe Provider categories are: .02 The procedures governing applica-
On-Lin,e Filing Pro.g}am). (1) ELECTRONIC RETURN tion to the IRSe-file Program are in-

ORIGINATOR. An “Electronic Return cluded in Publication 3112, The IRS

Originator” (ERO) originates the elec-e-file Application Package.
tronic submission of income tax returns. .03 The circumstances under which
(2) INTERMEDIATE SERVICE the Service may deny participation in the
.01 Section 1.6011-1(a) of the Incom@®ROVIDER. An “Intermediate ServiceIRS e-file Program are included in Publi-

SECTION 2. BACKGROUND AND
CHANGES
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cation 1345, Handbook for AuthorizedSECTION 6. PENALTIES under the “mechanical assistance” excep-
e-file Providers of Individual Income Tax ) ) tion, the Authorized IR®-file Provider
Returns. An applicant who is denied par- ‘01 Penalties for Disclosure or Use of 5y he held liable for income tax return
ticipation may seek administrative re.nformation , _ preparer penalties. See § 301.7701-15;
view of the denial. See section 8 of this (1) An Authorized IRSe-file Rgay Ryl 85-189, 1985-2 C.B. 341
revenue procedure. Provider, except a Software Developefhich describes a situation where a Soft-
.04 To continue participation in thethat does not have access to taxpayer iyare peveloper was determined to be an
IRS e-file Program, Authorized IRS-file  formation, is a tax return preparer undef,come tax return preparer and subject to
Providers must adhere to all requirement&€ definition of § 301.7216-1(b). A taXcertain preparer penalties).
of this revenue procedure and the publf€tUrn preparer is subject to a criminal - g3 other Penalties In addition to the
cations and notices governing the IReNalty for unauthorized disclosure or usgy,qye specified provisions, the Service
e-file Program. of tax return information. See § 7216 Ofggeryes the right to assert all appropriate

the Internal Revenue Code and,eparer, nonpreparer, and disclosure
SECTION 5. RESPONSIBILITIES OF § 301.7216-1(a). In addition, § 6713 eS5engjties against an Authorized IRSile

AN AUTHORIZED IRSe-file ta}blishes civil penalties for unauthori;e rovider as warranted under the circum-
PROVIDER disclosure or use of tax return informationg; o nces.

(2) Under § 301.7216-2(h), disclo-

.01 To ensure that returns are accsure of tax return information among Au-SECTION 7. MONITORING AND
rately and efficiently filed, an Authorizedthorized IRSe-file Providers for the pur- SANCTIONING OF AN AUTHORIZED
IRS e-file Provider must comply with the pose of electronically filing a return isIRS e-file PROVIDER
provisions of this revenue procedure angermissible. For example, an ERO may . . ,
all publications and notices governing th@ass on tax return information to an Inter- ‘01 The Service will monitor Autho-
IRS e-file Program. The Service will mediate Service Provider and/or a Trandized IRSe-file Providers for compliance
from time to time update such publicamitter for the purpose of having an elecith the rules governing the IR&file
tions and notices to reflect changes to theonic return formatted and transmitted t§’r09ram. The Service may sanction an
program. It is the responsibility of thethe Service. Authorized IRSe-file Provider for violat-
Authorized IRSe-file Provider to ensure .02 Other Preparer Penalties ing any provision of this revenue proce-
that it complies with the latest version of (1) Preparer penalties may be asdure or the publications and notices gov-
all publications and notices. The publicaserted against an individual or firm meet€™Ming the IR%-file Program. ,
tions and notices governing the IRSile  ing the definition of an income tax return ‘02 Sanctions that the Service may im-
Program include: preparer under § 7701(a)(36) and@©S€ upon an Authorized IR&file

(1) Publication 1345, Handbook for§ 301.7701-15. Preparer penalties thiovider for violations described in sec-
Authorized IRSe-file Providers of Indi- may be asserted under appropriate cifon 7-01 of this revenue procedure in-
vidual Income Tax Returns; cumstances include, but are not limited t:'Ude & written reprimand, suspension or

(2) Publication 1345A, Filing Sea-those set forth in §§ 6694, 6695, angXPulsion from the program, and other
son Supplement for Authorized IRSfile  6713. sanctions, depending on the seriousness
Providers of Individual Income Tax Re-  (2) Under § 301.7701-15(d), Autho-Of the infraction.  Publication 1345 de-
turns; tized IRSe-file Providers are not income SCriPes the infraction categories and the

(3) Publication 1346, Electronic Re-tax return preparers for the purpose of a&!|es governing the imposition of sanc-
turn File Specifications and Record Laysessing most preparer penalties as long tuans.
outs for Indiv'iduql Income Tax Returns; their services are limited to “typing, re-SECTION 8. ADMINISTRATIVE

4) Publllcat|.o'n 1436, ngt Packageproduqtmn, or other mechanlcal asSiSREVIEW PROCESS
for Electronic Filing of Individual In- tance in the preparation of a return or

come Tax Returns; claim for refund.” .01 An applicant that has been denied
(5) Publication 3112, The IR&file (3) If an ERO, Intermediate Serviceparticipation in the IR%-file Program
Application Package; and Provider, Transmitter, or the product of gsee section 4.03 of this revenue proce-

(6) Postings to the Electronic FilingSoftware Developer alters the return indure) has the right to an administrative re-
System Bulletin Board (EFS Bulletinformation in a nonsubstantive way, thizziew. During the administrative review
Board) and the IRS “Digital Daily” web alteration will be considered to comeprocess, the denial of participation re-
site at: http://www.irs.gov on the Internetunder the “mechanical assistance” exceprains in effect.

.02 The publications and noticedion described in § 301.7701-15(d). A .02 An Authorized IR®-file Provider
listed in section 5.01 supplement thisionsubstantive change is a correction egnay seek administrative review for any
revenue procedure but do not superse@bange limited to a transposition errorsanction the Service may impose under
it. A violation of a provision of these misplaced entry, spelling error, or arith-section 7 of this revenue procedure.
publications and notices is considered metic correction. .03 Publication 1345 describes the pro-
violation of this revenue procedure and  (4) If an ERO, Intermediate Servicecedures regarding administrative review
may subject the participant to the sand?rovider, Transmitter, or the product of af a denial of participation in the IRS
tions provided in section 7 of this rev-Software Developer alters the return ine-file Program and any sanction imposed
enue procedure. formation in a way that does not coméy the Service.
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SECTION 9. PILOT PROGRAMS plements this revenue procedure, but do&ECTION 11. EFFECTIVE DATE

) not supersede it. Participants in a pilot ) ] )
.01 The Service regularly conduct%rogram remain subject to the provisions This revenue procedure is effective

pilot programs to introduce new technolws this revenue procedure unless the impuly 13, 2000, except for the provisions of
ogy into the IRSe-file Program. These lementing document specifically IorO_section 7 of this revenue procedure,
pilot programs are usually conducte<£ideS otherwise. which are effective for sanctions imposed
within a limited geographic area or within

limited t it .03 Aviolation of a provision of an im-
a limited taxpayer or practioner Commuyementing document is considered a vi
nity. The Service establishes rules for pap 9 OSECTION 12. INTERNAL REVENUE

fation of this revenue procedure and may
AT i i ERVICE OFFICE CONTACT
ticipating in these pilot programs and emg piect the participant to sanctions (see

bodies these rules in an implem“entingection 7 of this revenue procedure). All questions regarding this revenue
document typically referred to as a “Mem- procedure should be directed to the Inter-

orandum of Understanding” (MOU) orSECTION 10. EFFECT ON OTHER  pal Revenue Service. The telephone
“‘Memorandum of Agreement” (MOA). DOCUMENTS number for this purpose is (202) 283-

Pilot participants must agree to the provi- 0531 (not a toll-free number
sions of the implementing document in Rev. Proc. 98-50, 1998-2 C.B. 368, and ( )

order to participate in the pilot program. Rev. Proc. 98-51, 1998-2 C.B. 380, are
.02 An implementing document sup-modified and, as modified, are superseded.

on or after January 1, 2001.
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Part IV. ltems of General Interest

Automatic Enrollment Features SUMMARY: This document withdraws U.S.C. 7805, the proposed rulemaking

in Prototype Section 401 (k) proposed regulatigns amen_ding t.he i.nthat was published in theederal Regis-
Plans come tax regulations. This action igder on Monday, January 13, 1992 (57
taken to remove from the IRS’ inventoryF.R. 1232) is withdrawn.
Announcement 2000-60 of regulations projects certain proposed
_ _ _ regulations that will not be published in Robert E. Wenzel,

The Service would like to bring to thefinal form because under a subsequent Deputy Commissioner
attention of prototype plan sponsors angdmendment the underlying statute does of Internal Revenue.
empl_(()jye_rs tha(; Cl:rremgy;g)ilrlltalr}’ or 3:%0'[ apply to taxable years beginning afte(rFiIed by the Office of the Federal Register on July
considering adopting, (k) plans thgyecember 31, 1995. 11, 2000, 8:45 a.m., and published in the issue of
availability of automatic enrollment fea- the Federal Register for July 12, 2000, 65 F.R.

tures in pre-approved § 401(k) plans. IPATES: These proposed regulations ar&2900)
general, § 401(k) plans that have autgvithdrawn July 12, 2000.

matic enroliment features reportedly havgeor FURTHER INFORMATION CON- .
had significantly higher employee partici-TacT: Craig Wojay, of the Office of As- Supplemental Information on
pation rates than § 401(k) plans withoujsiant Chief Counsel, Financial Institu-1reasury Bills for Publication

such features. tions and Products, Internal Revenu

Under an automatic enrollment featur%ervice, 1111 Constitution Ave., NW,
in an employer’s § 401(k) plan, & particiyyashington, DC 20224. Telephone (Zozﬁ\nnouncement 2000-64

pant's compensation is automatically reg22-3920, (not a toll-free number).

duced by a specified percentage, and that Banks, brokers, and other middlemen
amount is contributed as an elective comrUPPLEMENTARY INFORMATION:  who report discount on Treasury bill re-

ibuti ici ’ demptions on Form 1099-INT must use
tribution on the participant’s behalf to theBackground p

plan, unless the participant affirmatively the owner’s purchase price, where avail-
elects not to have his or her compensation This document withdraws certain pro-20!€; to determine the amount of discount
reduced or to have it reduced by a differposed regulations previously published it rePort. This information can usually be
ent amount. See Rev. Rul. 2000-8the Federal Register(Fl-42-90, 1992—1 obtained from the owner.’s or middle-
2000-7 I.R.B. 617 (February 14, 2000). C.B. 1072 [57 F.R. 1232]) by the IRS Man’s records. However, .|f the owner’s
The Service “pre-approves” certain taxThese proposed regulations, §§1_593_1E}J_rchase price is not available from ex-
qualified retirement plans, including1.593-13, and 1.593-14, are being WitH_stmg.records, thelmlddleman must report
§ 401(k) plans, under the Service's protodrawn because under a subsequeH}€ discount as if the holder had pur-
type plan program, which is set forth inamendment the underlying statute, Se(L:_hased .the Trea_sury bill at |ts.or|g|nal
Rev. Proc. 2000-20, 2000—6 I.R.B. 553ion 593, does not apply subsections (alSSU€ Price. In this case, the middleman
Prototype plans are submitted by sponso(s), (c), and (d) to taxable years beginmust use as the original issue price the

to the Service for review for compliancening after December 31, 1995. noncompetitive issue price for the
with applicable laws and procedures. longest-maturity Treasury bill maturing
Sponsors, who may be financial instituPrafting Information on that date.

tions or others, offer their Service-ap- For Treasury bill redemptions when

proved prototype plans to employers to 1€ Principal author of this withdrawalihe owner's purchase pricannotbe de-
adopt for the benefit of employees. notice is Craig Wojay, Office of the AS-termined, the following list gives the
sistant Chief Counsel (Financial Instituy,oncompetitive issue prices and corre-
tions and Products) within the Office ofsponding amounts of discount to be re-
. the Chief Counsel, IRS. However, othe
Bad Debt Reserves of Thrift ' ' ported on Form 1099—INT for Treasury
personnel from the IRS and the Treasuryj)|s maturing May through July 2000.

Institutions Department participated in developingrhs |ist, which should also help middle-
Announcement 2000-63 the withdrawal notice. men determine any amounts subject to
) reer o backup withholding, supplements the list
YAl Ve SV, o roosed mendmers 15 PSS 1 199 cton of putic
’ to the Regulations ' 9
ACTION: Withdrawal of proposed regu- Instruments.
lations. Accordingly, under the authority of 26
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Short-Term United States Treasury Bills

Issued at a Discount and Maturing August 2000-December 2000

Dollar Amount of

Noncompetitive OID to be reported

CusIP Maturity Issue Issue Price (% of (per $1,000 of

Number Date Date Principal Amount) Maturity Value)
912795EV9 08/03/2000 02/02/2000 97.116 28.84
912795EW7 08/10/2000 02/10/2000 97.083 29.17
* 912795EE7 08/17/2000 08/19/1999 95.000 50.00
912795EX5 08/24/2000 02/24/2000 97.085 29.15
912795EY3 08/31/2000 03/02/2000 97.085 29.15
912795EZ0 09/07/2000 03/09/2000 97.055 29.45
* 912795EF4 09/14/2000 09/16/1999 94.944 50.56
912795FA4 09/21/2000 03/23/2000 97.202 27.98
912795FB2 09/28/2000 03/30/2000 97.015 29.85
912795FCO 10/05/2000 04/06/2000 97.017 29.83
* 912795EG2 10/12/2000 10/14/1999 94.828 51.72
912795FD8 10/19/2000 04/20/2000 97.085 29.15
912795FE6 10/26/2000 04/27/2000 97.096 29.04
912795FF3 11/02/2000 05/04/2000 97.000 30.00
* 912795EH0 11/09/2000 11/12/1999 94.787 52.13
912795FG1 11/16/2000 05/18/2000 96.840 31.60
912795FH9 11/24/2000 05/25/2000 96.886 31.14
912795FJ5 11/30/2000 06/01/2000 96.891 31.09
* 912795EJ6 12/07/2000 12/09/1999 94.591 54.09
912795FK2 12/14/2000 06/15/2000 96.964 30.36
912795FLO 12/21/2000 06/22/2000 97.007 29.93
912795FM8 12/28/2000 06/29/2000 96.989 30.11

* 52-week bill

must receive outlines of the topics to be digween the hours of 8 a.m. and 5 p.m. to:
cussed at the hearing by August 3, 2000. Regulations Unit CC (REG-117162-99),

. o . Courier's Desk, Internal Revenue Service,
ADDRESSES: The public hearing is be'ngllll Constitution Avenue, NW., Washing-
held in Room 4718, Internal Revenu ' '

o L %on, DC. Submit outlines electronically via
(IRS), Treasury.

Washington, DC. Due to building secé]urityoption on the IRS Home Page, or by sub-
; ; ; procedures, visitors must enter at th 10mittin them directly to the IRé Internet
ACTION: Notice of public hearing on Street entrance, located between Constit g y

: Uite at http:// .irs.gov/tax_regs/
proposed rulemaking. tion and Pennsylvania Avenues, NW. ”}égslisthtmlp WWW.ITs.govitax_reg

SUMMARY: This document contains aaddition, all visitors must present photo
notice of public hearing on proposed regi_dentification to enter the building. FOR FURTHER INFORMATION CON-

ulations relating to the tax treatment of Mail outlines to: Regulations Unit CC TACT: Concern_ing submissions of com-

(REG-117162-99), room 5226, Internaiments, the hearing, and/or to be placed on
Revenue Service, POB 7604, Ben Franklithe building access list to attend thear-
DATES: The public hearing is being heldStation, Washington, DC 20044. Hand deng, contact Treena Garrett, (202) 622-
on August 17, 2000, at 10 a.m. The IR8ver outlines Monday through Friday be-7180 (not a toll-free number).
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Announcement 2000-65

cafeteria plans.



SUPPLEMENTARY INFORMATION: be devoted to each topic (signed origibefore the hearing starts. For information

The subject of the public hearing iSnal and eight (8) copies) by August 3ab_ou_t having your name placed on _the
the notice of proposed regulationg 0. _ _ _ building access list to attend the hearing,
A period of 10 minutes is allotted tosee the “FOR FURTHER INFORMATION
(REG-117162-99, 2000-15 I.R.B. . . . .
) . each person for presenting oral com€ONTACT” section of this document.
871) that was published in theederal : S
Register on March 23, 2000 (65 F.R ments. After the deadline for receiving ) )
155?87) ’ " “outlines has passed, the IRS will pre- ch ?ylgthlalEf'Gnng)'/{
' are an agenda containing the schedule hiet, keguiations Unit,
The rules of 26 CFR 601'601(a)(3)gf speakers. Copies of the agenda will Office of Special Counsel,

apply to the hearing. Persons who havge

) | 2VSe made available, free of charge, at thdModernization and Strategic Planning).
submitted written comments and Wlsmearing ! !

to present oral comments at the hearing -

. . . Because of access restrictions, the IRS
must submit an outline of the topics to . . .

will not admit visitors beyond the imme-

be discussed and the amount of time t(gfiate entrance area more than 15 utes
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For examplaodified
following defined terms to describe theclarified, above). and supersededlescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Abbre‘"atlons ER—Employer. PO—Possession of the U.S.
ThelfoIIow(ijng_ﬁlbbreviati‘ons in C'UrlrenthL'jSI'e] ?jn_d f?{'ERISA—Emponee Retirement Income Security Act.PR—Partner.
réwue”r;i::se will appear in material published in t C e Executor. PRS—Partnership.

F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Individual. . :

) FC—Foreign Country. Pub. L—Public Law.
gflifc.gwelscence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
BE nBIVI ;J_a_' FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BK_BenE clary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.

—Bank. . .
F.R—Federal Register. S—Subsidiary.
B.T.A—Board of Tax Appeals.
C—individual FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedural Rules.
» ) FX—Foreign Corporation. Stat—Statutes at Large.
C.B—Cumulative Bulletin. GCM CQ:]_ pr 's M d T ‘C i 9
CFR—Code of Federal Regulations. .C.M—Chief Counsel’s Memorandum. —Target Corporation.
Cl—City. GE—Grantee. T.C—Tax Court.
COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR—Grantor. TFE—Transferee.
CY—County. IC—Insurance Company. TFR—Transferor.
D—Decedent I.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.
DE—Donee. LP—Limited Partner. TR—Trust.
Del. Order—Delegation Order. LR—Lessor. TT—Trustee.
DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.
E—Estate. O—Organization. Y—Corporation.
EE—Employee. P—Parent Corporation. Z—Corporation.
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